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SUBJECT: COTTON CONTRACT PROBLEM 
REF: STATE I62I9I; TAIPEI 4222 

1. AMBASSADOR STRESSED URGENCY OE RESOLVING DELAY IN 
OPENING LETTERS OF CREDIT EOR CONTRACTED U.S. COTTON 
IN TELEPHONE CONVERSATION WITH Y.S. SUN, MINISTER OE 
ECONOMIC AEFAIRS JULY 14, PRIOR TO MINISTER’S DEPARTURE 
EOR 10 DAY TRIP ABROAD JULY 15. AMBASSADOR NOTED THAT 
ACTION TAKEN SO EAR HAS NOT PRODUCED THE RESULTS EXPECTED 
AND SUGGESTED THAT THE GROC CONSIDER FURTHER MEASURES 
SUCH AS WITHHOLDING RELEASE OE COTTON EROM BANK OE 
TAIWAN BONDED STORAGE OR REVOKING EXPORT LICENSES OF 
MILLS WHO FAIL TO OPEN L/C'S ACCORDING TO THE AGREED 
SCHEDULE. MINISTER SUN AGREED TO MEET WITH Y.T. WONG, 
DIRECTOR BOLT, AND VICE MINISTER K.S. CHANG TO DISCUSS 
WAYS TO DEAL WITH DELAY IN OPENING L/C'S PRIOR 

TO HIS DEPARTURE EROM TAIWAN. 

2. ECON COUNSELOR AND AG ATTACHE MET WITH VICE MINISTER 
CHANG AETERNOON JULY 15 AND WERE INFORMED THAT MINISTER 
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YUAN EARLIER IN THE DAY SUGGESTING IMPLEMENTATION OE 
THE TWO ADDITIONAL MEASURES SUGGESTED IN THE AMBASSADOR'S 
TELEPHONE CONVERSATION WITH MINISTER SUN AS EURTHER 
INDUCEMENT FOR TEXTILE MILLS TO HONOR THWIR CONTRACTS 
EOR U.S. COTTON. MILLS WOULD EIRST BE DENIED OPPORTUNITY 
OP WITHDRAWING COTTON PROM BOT BONDED STORAGE AND IF 
L/C'S WERE NOT PORTHCOMING PROM INDIVIDULA MILLS THE 
PINAL MEASURE OP WITHHOLDING EXPORT LICENSES EOR TEXTILES 
WOULD BE APPLIED. CHANG STATED THAT THE MINISTRY OP 
ECONOMIC APFAIRS WAS SYMPATHETIC WITH TEXTILE 
INDUSTRY PROBLEMS SEVERAL MONTHS AGO WHEN BUSINESS 
WAS BAD BUT NOW THAT MILLS ARE MAKING MONEY AGAIN THE 
MINISTRY IS BECOMING IMPATIENT WITH TEXTILE MILLS WHO 
PAIL TO HONOR THEIR CONTRACTS AND IS THUS READY 
TO PROPOSE AND ENPORCE STRONGER MEASURES ON THE 
DELINQUENT TEXTILE MILLS. 

3. MINISTER SUN'S REQUEST EOR APPROVAL OP STRONGER 
MEASURES TO BRING DELINQUENT MILLS INTO LINE WILL NO 
DOUBT REQUIRE APPROVAL OP THE PREMIER BEFORE 
IMPLEMENTATION. VICE MINISTER CHANG STATED THAT HE 
WOULD MAINTAIN TELEPHONE CONTACT WITH APPROPRIATE OFPICIALS 
OP THE EXECUTIVE YUAN AND URGE THAT ACTION ON THIS 
MATTER RECEIVE TOP PRIORITY. UNGER 
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